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STATUS OF U. S. PROCESSI NG AGREEMENT

EXECUTI VE SUMVARY

This describes the U S. portion of the Argos Joint Tariff
Agreenment (JTA). In 2004, the U S. used 1734 Pl atform Years
(+15% i ncrease over 2003) and 50,857 Active Platform Mnths
(+12% wth an associated total User Cost of 4,142,757 Euros
(+12% . The U.S. tariff arrangenent changes in 2005 as it
is participating under the new JTA pilot programtariff with
the follow ng highlighted changes: no advance comm t ment
purchase, users are directly invoiced by Service Argos, Inc.
(SAl'), users pay after services are rendered, and a single
effective tariff rate structure is applied globally to al
users.

ACTI ONS REQUI RED

1. Encourage the JTA to closely exam ne and consi der
maki ng adj ustnments to the new pilot tariff so that it
is reasonably fair to all users and all user platform
types -- The JTA should examine the initial new pil ot
programtariff experience (first three quarters of
2005) and conpare the overall user costs of the JTA
with the relative cost inpacts on its various user
platformtypes. The new tariff was created and
proposed by CLS, and it was subsequently adopted by
the JTA without a conpl ete understandi ng of what
actual tariff cost inpacts would be borne by every
user and every user platformtype. The JTA expected
the newtariff to be largely positive in having the
same global tariff rate for all countries and user
platformtypes (by elimnating the bonus). The
majority of users should experience the benefit of a
cost reduction. The new tariff structure, however,
was nore favorable to sone user platformtypes. Sone
JTA RCCs and several users have expressed grave
concern that sonme user platformtypes -- in particular
the marine mammal trackers -- would pay significantly
hi gher costs than previously and nore in conparison to
ot her user platformtypes.

2. Encourage the JTA and CLS/ SAI to continue ‘soft
| andi ngs’ to users facing adverse cost inpacts for
exi sting programs -- CLS/ SAl have done a good job in



working with many users to provide a ‘soft landing in
2005 for situations where the new tariff would
adversely inpact existing prograns. A |onger period
of relief for 2006 and beyond may be needed for sone
of these prograns if adjustnents to the tariff in 2006
and beyond are not adequate to solve these adverse

i mpacts, e.g., for existing progranms who planned their
depl oynents and budgeted costs on the basis of the old
tariff system

The Argos Operating Conmittee should continue to

exam ne the JTA tariff incone burden to governnment
envi ronnental users on an annual basis — Over the past
3 years, the global JTA inconme has increased 18%

| argely driven by a US JTA incone increase of 44% and
a NOAA JTA incone increase of 69% These real
significant income increases should be exam ned for
reasonabl eness. It is clear that the growth in U S
and NOAA depl oynents have driven up the incone during
this period, but it is not clear what, if any, incone
increases are required to run the processing system
First, the service provider cost basis to run the
processi ng system should be exam ned to ensure that it
corresponds to real and required JTA services, and the
ability of JTA users to cover those costs. Second,
the JTA unit costs should decrease in relative
proportion to overall use increases; this has been
partially realized. Third, the JTA cost share should
decrease in relative proportion to non-JTA use

i ncreases; this has been partially realized. The

conm ttee should ensure that the JTA user tariff is
preferential in conparison with the non-JTA user
tariff by specifically checking that the non-JTA

i ncome increases accordingly with use; and seeing that
the JTA/ non-JTA cost-share basis is adjusted in the
JTA' s favor as appropriate.

Encourage the JTA to inprove its coordination of
future significant changes with users and

manuf acturers — The JTA should notify and vett
significant changes at |east a year prior to

i mpl ementation. Wen the new tariff structure was
formerly announced in | ast Novenber, several users
were distraught to learn that the JTA woul d i npl ement
such a drastic changes in the tariff structure with
little warning (1 nonth |ead tinme) and w t hout
initially seeking their input on proposed changes.
Several Argos transmtter manufacturers al so expressed
their dismay with the inadequate warning as this
adversely inpacted their marketing plans and custoner
orders. For exanple, one manufacturer had to ‘scrap’
a mar ket -ready new product designed to take advantage
of the old tariff when it suddenly becane obsol ete
with the newtariff. Sone, if not all, manufacturers



had to change or delay in-process customer orders in
response to the new tariff announcenent. The

manuf acturers indicated it takes many nonths to
devel op a new nodel Argos transmitter and/or to make
ext ensi ve software changes in existing nodels; and
that these are typical market responses to significant
cost structure changes as users seek to nmaxim ze data
efficiency and mnimze costs. The JTA | eadership
(ROCs and CLS/ SAl) have nade excellent efforts to
coordinate information with Argos custoners, but
conmuni cations can be further inproved with the
associ at ed manufacturer and user conmunities.

STATUS OF U.S. PROCESSI NG AGREEMENT

In 2004, the U S. contracted/commtted to 975.0 platform
years, and cane close to plan with an actual use of 1734
Platformyears a 15.2% i ncrease over 2003. The U.S. enjoyed
a heal thy bonus of 759 Platformyears (78% of the 82%

maxi num). The U. S. had 50, 857 Active Platform Months an
increase of 12.8% The total U S. JTA cost for 2004 was
4,142,757 Euros an increase of 12.5% The percentage of
total use by service category was Standard Location 77%
Limted Use 18% Standard Collection (only) 4% and Backup
2%

For 2005, the U. S. expects its user community and its use to
increase significantly at/above the previous 5-year average
of 12% For future years, the U S. is anticipating
continued gromh in the biologist research community and

wi thin NOAA for building a sustained ocean observing system
for climate.

The U.S. tariff arrangenment changes in 2005 as it is
participating under the new JTA pilot programtariff. It is
too soon to evaluate the cost inpacts of the newtariff
structure on U S. users; this wll be done when the first
guarter (and subsequent quarter) data is made available to

t he RCC.

The new tariff has already brought the foll ow ng benefici al
changes. First, the ROC is no longer required to make an
advance comm tnment purchase for the U S. JTA. This process
had been very tine consum ng and the forecast accuracy
probl ematic in prior years due to the | ow response rate of
exi sting users on estimted use for the new year; and the
unknown nunber of new users and their useage. The U S. is
no | onger obligated to a m nimum set cost no matter the
actual use mtigating the risk of paying nore than the |eve
of actual service.

Second, JTA users are now being directly invoiced quarterly
for JTA costs by SAl elimnating the previous ROC annual
i nvoi cing. NOAA benefits by the elimnation of the JTA RCC



adm ni strative overhead to allocate costs to users, and to

i nvoi ce, collect, and nmaintain user accounts. NOAA had been
performng this at no cost to the users (or CLS/SAl) for the
past 25 years! The current ROC has collected $15M from 500
users over the past 7 years and distributed these funds to
SAI. By ending all this, NOAA estimates future savings of
about $75K/yr. NOAA al so benefits by no | onger being
responsi ble for collecting JTA user paynents for CLS/ SAl,
and the associated risk of covering delinquent bal ances
owed. The ROC is now only invoiced by SAl for actual JTA
costs covering a few NOAA accounts and NSF and ONR — a much
nor e manageabl e and reasonabl e situation

Third, users now “pay as they go”, i.e., pay exactly for
what they use when services are rendered not in advance.
This is particularly attractive to small users and users
wi th highly uncertain/problematic use such as bi ol ogi sts.

Fourth, a single effective tariff rate structure is applied
globally to all users, and there is no cost advantage for
advance paynent with the term nation of the bonus program
This is nost beneficial to the many small users who had been
payi ng up to 40% nore because they received no bonus for
advance paynent and they incurred an additional

adm nistrative fee for invoicing/collection by SAl.

Fifth, NOAA's very |large and grow ng use OCO and Argo
prograns have negotiated a ‘bulk rate’ arrangement wth SAl
for the next 2 years. SAl benefits by having a fixed incone
covering these prograns. The NOAA prograns benefit in
containing their JTA costs within planned budgets for

pl anned depl oynents of ocean climte observation platfornmns.

These changes and others in recent years have collectively
provided a ‘“win-win situation for everyone; users “pay as
they go” to only one billing party, NOAA and the ROC have
| ess admi nistrative responsibility, and SAl has a nore
stream i ned coll ection process with nore direct contact to
users.

The ROC is currently auditing and ‘closing out’ the NOAA JTA
user accounts. This tedious task is necessary to ensure
that all accounts are properly credited and transitioned to
SAl. Significant credits are expected to accrue to many of
the accounts taken over by SAl, i.e., transfer the credit
anounts to the SAl accounts. This is expected to be

conpl eted by Septenber 2005.



